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08/14/2009 - U.S. EPA CID Special Agent (SA) [DISNDIGISEEE 2"d F8 SA

Gren Rosenthal interviewed [DISHOIGISE  or rer General Manager,
Dermolition Ofice, City of Detroit Buildings Safety & Engi neering (BSE).

BIGNEN vas interviewed regarding [ roles and responsibilities as the
General Manager and the biddi ng procedures used by BSE

DETAI LS
On August 14, 2009, U.S. EPA CID Special Agent (SA) BDISHOINISEEN -

FBI SA IS i ntervi eved [DISNEIMISENN f o rer Gener al
Manager, Denplition Ofice, City of Detroit Buildings Safety &

Engi neering (BSE). DISHEN \as interviewed regarding [ roles and
responsibilities as the General Manager and the bidding procedures used
by BSE. After being informed of the identity of the interview ng agents
and the purpose of the interview, [SISHEN rrovided the follow ng

i nformati on:

DENIEE ("cc DENDN) 6 DENORISE ' ovnstown, M
48134: SSN: [DIENUNGISN OO [ISNEN: e erhone: IDNEBNEEN

BIONEN vas a Gty of Detroit enployee for thirty years, first working
as an administrative assistant at the Departnment of Public Wrks (DPW
and later at BSE. For DPW[SISHE dealt with solid waste issues such as
garbage pick up and later transferred to the Denmolition Office. In
Novenber of 2002 or 2003 the Denolition Ofice was transferred from DPW
to BSE by then Mayor [DISHUINISEEE EIONEN 'ccalled that the
reasoni ng behind this nmove was to stream ine operations and reduce
redundant permitting between the two departnents. DS ves the
Director of BSE when [DISHEN transferred to that departrent. BISHSE

reported to Deputy Director [(BISHDIGISE 2s @ direct supervisor.

This document contains neither recommendations nor conclusions of the EPA.
It is the property of the EPA and is loaned to your agency;
it and its contents are not to be distributed outside your agency.

OCE Form 008( 3/98) Original: Case File Copy: SAC Office Copy: HQ Page 1 of 5



United States Environmental Protection Agency
Criminal Investigation Division

Case Number Investigative Activity Report

0506- 0026

As the General Manager of the Denolition Ofice, [(SISHEN rrepared all
denolition contracts, conpleted paperwork required for a bid packages to
be rel eased and verified bid packages as conplete after the bids were
subm tted by prospective contractors. [(JISHE cxpr! ai ned that the

Pur chasi ng Departnent actually released all bid packages and opened bid
subm ttals. Purchasing also calculated the bid price for each subnittal
to reflect the discount given for being a Detroit based conpany. After
opening the bid submttals were sent to {SSHENN to review for

conpl et eness which included verifying that the contractor had a valid
City of Detroit contractors’ license. If the conmpany was a new contractor
to BSE [DISNEN voul d contact references. [BISHEIN c'arified that S
woul d only check the validity of a contractor’s city |license and not
their state license. The Permits Ofice of BSE was involved in issuing
the city license and thus it was their responsibility to check on the
status of the contractors’ state licenses. [(JISHEI 2 so expl ai ned that
each bid package had a maxi mrum award val ue, so any bid submttals over
that limt were automatically excluded fromthe final list of qualified
bidders. Lastly [(SISHE conpiled a list of qualified bidders for review
by [BI@H who was the final decision naker on which conpanies would be
awarded the contract. [SSHE di d not know of any instances when
Purchasi ng overrul ed (Sl choice for a contractor.

BIONEN rccall ed hearing that Purchasing had sent a letter to ({3l
BIGN of the Farrow Goup Inc (FA@) stating that [ was in violation of
Bf contract. DISNEN cxpr! ained that FG had been cited for having an
open hole on a denolition site longer than the contract rules allow Sl
asked (DIGNEN to ook into the contract terms and deternmine if FA@ had
viol ated such. [(DISHEN di d sone research and discovered that FG@ had
contacted the water departnment to report a water line that needed to be
turned off at this site, but that the water departnment had failed to take
action. [DISHEN consulted with an attorney fromthe Law Departnment who
told @ that if FG followed the procedure they were not in violation of
their contract. [(SISHEN cxpr!ained this to (@GN exp!aining that FG@ had
foll owed the proper procedure in alerting the water departnent to the
situation. This discussion took place prior to Purchasing issuing the
violation letter to FG. [DISHEIEES] and another supervisor at BSE were
repri manded by [[§Jjij for not know ng that the open hole had existed beyond
t he deadl i ne.

BSE i ssues bid package for denplition of both residential and conmerci al
structures. The resulting contracts are awarded for a m ni mum nunber of
buil dings or a total dollar anmbunt as a cap. For residential denolitions
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under 3,000 square feet the typical bids range from $2.90/$3.00 to

$4/ $4.50 a square feet. Ferguson Enterprises Inc’'s (FElI) bids were one of
the four to five highest. Bids for conmrercial building denolition tended
to be $1 to $1.50 a square foot and the contractor kept the scrap

mat eri al s.

The quality of FEI's work was okay, but they tended to be slow [BISHSE
commented that a ot of the denolition contractors were slow. The faster
a conpany denolished their allotted buildings neant they could be awarded
addi tional buildings during the termof the contract. FEI has been a | ong
termdenolition contractor with the City of Detroit starting wth [DISH
DIONOIGE father. DIGHEN added that FEI was awarded a | ot of buildings
to denolish but others were too. These additional buildings were not
awarded until the first batch of buildings were conpleted or near
completion. {SHENN tried to distribute any additional buildings evenly
across the contractors. There were a few years when [BISHEE and BDIEH
were not awarded a denolition contract but this was due to their high bid
prices.

The Denplition Ofice is 100%federally funded by nonies fromthe U S.
Departnent of Housi ng and Urban Devel opment (HUD). All of these funds
were routed through the Pl anni ng and Devel opnent Departnent at the Cty
of Detroit. The Detroit Gty Council allots the HUD funds to the various
city departrments. [DISHEN recall ed that docunmentation was prepared by
BSE to submit to HUD. Detroit was designated a “City of Prom se” by the
M chi gan State Housing Devel opnent Authority (MSHDA) and received

rei mbursenment for denolitions under this program NMSHDA rei nbursed the
city 50% of the cost of denolition, up to three thousand dollars, for
each structure. [DISHEI had access to a state run database which is how
Bl i nputted the reinbursement requests.

BIONEN uvtilized the “Dreans” accounting systemto check on the nonies
remai ning for each contractor. |f [ saw that a contractor was |ow on
funds in their contract [{gjj filled out the required paperwork requesting
addi tional nonies and submitted this to (G for approval . DISHEOINES] s
an adm ni strative assistant who also tracked the remai ning contract
amounts for each contractor. [(SSHE created an Excel spreadsheet to
hel p (@ track the nonies for each contractor. [ once shared this with
B but it seemed to confuse [ nore than hel p @] conmunicate so from
that point forward [ kept it for @] own use. Only staff fromthe

Pur chasi ng Departnent had the authority to enter an increase in funding
in the Dreans system
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BDIGNEN | s not aware of any instance when FEI's contract val ue was
increased w thout [ know edge. (SIS di d agree that it was possible
that soneone other than herself could subnit the required paperwork to
Purchasi ng authorizing the increase. [JSHE added that [ woul d not
have necessarily noticed an increase to the awarded anount but surely
woul d have remenbered if the increase was over the maxi num anount all owed
under the contract.

Bl s the only enployee authorized to issue an emergency denolition
order. The Detroit City Ordinance lists several criteria which qualify a
structure as being an enmergency denolition. Once a structure has been
deened as an energency demplition the Assistant Chief of BSE assigns it
to a contractor. [SISHEN vsed to performthis function for all
denolitions, but - asked that it be handl ed by the Assistant Chief
after [ duties became too nuch. The Assistant Chief of BSE was [SliSH
B Any structure over 10,000 square feet had to be approved by Sl
due to the nonies needed to pay for the denolition. [(SISHE wes not
aware of the rationale behind (SIS t hreshold of 10,000 square feet for
Director approval, commenting that it was just the way [f§J] ran the
denolition program

BIGNEN vaouely recalled the denolition of the Tenple Towers apartnment
building. (SISHENN recalled that it was a HUD owned buil ding and that FEl
denol i shed after [ declared it to be an emergency denolition. [DISHSE
al so recalled that a BSE i nspector had to keep going out to the
denolition site possibly due to an issue with the basenent of the
structure. [SISHEN thought that the Detroit Housing Comm ssion (DHC)
agreed with the denolition of the building but that there was sone sort
of suit filed by DHC over the denolition.

BN knew of the Wecking Board but is not famliar with its purpose
or who its nmenbers were. [BISHEDINISE Visited (@ at the BSE offices,

but so did other contractors such as the owner of d o Wecking.

Lakeshore Engi neering (LSE) was an asbestos survey contractor for the
city since [DISHEN vworked for DPWand recently becane an asbestos

abat enment contractor. It is the city’'s policy to not to have the sane
conmpany conpl ete the asbestos survey and the abatenent. The abat enent
contracts were awarded after a bidding process. A separate contract was
awar ded for asbestos surveys. The asbestos survey contract was considered
a professional service contract and was negotiated, not bid out. The

prof essi onal service proposals were reviewed for scope of work and did
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not contain a total nonetary amount. The submittals did contain a
breakdown for itenms such as labor. An in house commttee reviewed and
scored the proposals. The top two firns were brought in for negotiations.

There was a nunber of years when the existing denolition contracts were
extended due to a variety of reasons including: pending contract
revisions due to a civil lawsuit filed by EPA, [{SS§l] direction to have
contracts expire at the same tinme as the city’'s fiscal year, BSE having
spent the next years allotted funds for denolition, and a | ack of new
funds to bid out the contracts.

BB s the Denolition Supervisor for BSE who cane from DPWwhen the
Denolition Office was transferred. (SIS duties include fielding
citizen conplaints, review ng inspector reports and supervising the
denolition inspectors. The inspectors are assigned by sector and are
responsi ble for inspections in that sector. CGenerally (g | s not
involved in inspecting buildings (JISHE] BB s responsible for
assi gni ng buil dings needi ng abatenent to contractors and assists in
preparing the required EPA 10 day notification formns.

DI (i rmconducts asbestos air nonitoring, but

was not a direct contractor for BSE. Asbestos air nonitoring is
subcontracted by the abatenent contractors.

DIONOINISEN s BSE's liaison to Gty Council so any response to
Counci | requests were forwarded to SISHN

BN trained DIOHEOIGE (o be @ rep! acenent but [ did not
permanently becone the CGeneral Manager. (S LNU is currently the

Gener al Manager.
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